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RECD 8.B.0.
1. Full name of Registrant as stated in Question 3 of Form TA-1:
{Do not use Form TA-2 to change name or address.) MAR 2 4 2003
Charles Schwab & Co., Inc. o
L3
s?

2.

b.

a.

During the reporting period, has the Registrant engaged a service company to perform any efiTranster agent TaiCiio

(Check appropriate box.)
] Al

X] Some {] None

If the answer to subsection (a) is all or some, provide the name(s) and transfer agent file number(s) of all service

company(ies) engaged:

Name of Transfer Agent(s):

File No. (bcginning with 84- or 85-):

Boston Financial Data Services

84-00896

P ™ XS e

1 _APR 017003

J

THOMSON
FINANCIAL

During the reporting period, has the Registrant been engaged as a service company by a named transfer agent to perform

transfer agent functions?

(] Yes

X] No

If the answer to subsection (c) is yes, provide the name(s) and file number(s) of the named transfer agent(s) for which the
Registrant has been engaged as a service company to perform transfer agent functions: (If more room is required, please
complete and attach the Supplement to Form TA-2.)

Name of Transfer Agent(s):

File No. (beginning with 84- or 85- ):

SEC 2113 (12-00)

1%-244



a. Registrant’s appropriate regulatory agency (ARA): (Check one box only.)
- [ Comptroller of the Currency
{7] Federal Deposit Tnsurance Corporation
[T] Board of Governors of the Federal Reserve System
[X] Securities and Exchange Commission
b. During the reporting period, has the Registrant amended Form TA-| within 60 calendar days following the date on which
information reported therein became inaccurate, incomplete, or misleading? (Check appropriate box.)
X Yes, filed amendment(s)
[] No, failed to file amendment(s)
{3 Not applicable
c. If the answer to subsection (b) is no, provide an explanation:

If the response to any of questions 4-11 below is none or zero, enter “0.”

Number of items received for transfer during the reporting period: ......oovcoevcernevrrncerirnreire e eessrescrreens 0
a. Total number of individual securityholder accounts, including accounts in the Direct Registration
System (DRS), dividend reinvestment plans and/or direct purchase plans as of December 31 ......eeeecen.. 4,683,876
b. Number of individual securityholder dividend reinvestment plan and/or direct purchase plan accounts 4.68
88 OF DIECEMDEL 311 ..ottt e c b s e e s as et as et e s s et essacaens e ane b s /683,876
¢. Number of individual securityholder DRS accounts as of December 311 ..o 0
d. Approximate percentage of individual securityholder accounts from subsection (a) in the following categories as of

December 31:

Corporate Corporate Open-End Limited Municipal Debt Other
Equity Debt Investment Partnership Securities Securities
Securities Securities Company Securities
Securities
100%
Number of securities issues for which Registrant acted in the following capacities, as of December 31:
Corporate Open-End Limited Municipal Other
Securities Investment Partnership Debt Securities
Company Securities Securities
Equity Debt Securities
a. Receives items for transfer
and maintains the master
securityholder files: 0
b. Receives items for transfer
but does not maintain the
master securityholder files: 0
c. Does not receive items for
transfer but maintains the
master securityholder files: 13




» 7. Scope of certain additional types of activities performed:
.a. Number of issues for which dividend reinvestment plan and/or direct purchase plan

* services were provided, as of DeCemDbEr 311 ..ottt s 13
Number of issues for which DRS services were provided, as of December 31 ....c.occcoovncviicincinicnnnenee Q0
Dividend disbursement and interest paying agent activities conducted during the reporting period:
Ie MUMDBEE Of ISSUES .ovevvvveeresecereeeseetseescsenstssse s se s sases s s ssssns s s rasess bt s st sas s rn s aecsssioecanes 13
fi. AIMOUDE (ID AOIIATS) <..oeveeeeeeeeeereee e eeee s btes s e eeee e etserese e seseeserss s st aseeseseeantresseeeaoraseaseesersssaseen $823,930,293.81

8. a. Number and aggregate market value of securities aged record differences, existing for more than 30 days, as of
December 31:

Prior Current
Transfer Agent(s) Transfer Agent
(If applicable)
i. Number of issues ... ... 0
ii, Market value {(indollars) ... ... ..., 0

b. Number of quarterly reports regarding buy-ins filed by the Registrant with its ARA (including the

SEC) during the reporting period pursuant to Rule 7Ad-11{C)2): oot 0

¢. During the reporting period, did the Registrant file all quarterly reports regarding buy-ins with its ARA
(including the SEC) required by Rule 17Ad-11{c)(2)?

[x] Yes [] No

d. If the answers to subsection (c) is no, provide an explanation for each failure to file:

9. a. During the reporting period, has the Registrant always been in compliance with the turnaround time for routine items
as set forth in Rule 17Ad-2?

Yes [T}No
If the answer to subsection (a) is no, complete subsections (i) through (ii).

i. Provide the number of months during the reporting period in which the Registrant was not in
compliance with the turnaround time for routine items according to Rule 17Ad-2. ...

ii. Provide the number of written notices Registrant filed during the reporting period with the
SEC and with its ARA that reported its noncompliance with turnaround time for routine
items according t0 Rule TTAd2. ...ttt a e s nae e ene e e s nmanns

10. Number of open-end investment company securities purchases and redemptions (transactions) excluding dividend, interest
and distribution postings, and address changes processed during the reporting period:

a. Total number of LranSaCtioNs PrOCESSEA: .......ccomriiieiveieicesiaieseeseesess s srestsesesssseeesssessssessa st eresssassnsrmenens 62,414,951
b. Number of transactions processed on a date other than date of receipt of order (as ofs): ....cocoeoeeenienn. _7.560,834



11. a. During the reporting period, provide the date of all database searches conducted for lost securityholder accounts listed on

’ - the transfer agent’s master securityholder files, the number of lost securityholder accounts for which a database search

has been conducted, and the number of lost securityholder accounts for which a different address has been obtained as a
result of a database search:

Date of Database Search Number of Lost Number of Different
Securityholder Accounts Addresses Obtained from
Submitted for Database Database Search
Search
12/01/2002 18,813 15,975

b. Number of lost securityholder accounts that have been remitted to states during the
TEPOTTINE PEIIOW: w.vvvveoreeoeeeeeeeeceveseeeesaee s sssessaeeessessses s se s sssssssesss b e st e s e s sese e ssaeesasnssnssssns s sss s ssaesane 11,337

SIGNATURE: The Registrant submitting this Form, and the person signing the Form, hereby represent that all the
information contained in the Form is true, correct, and complete.

Manual signature of Official responsible for Form: Title:

Senior Vice President
V(b/ ﬁ . -b%— Telephone number:

(415) 667-4455

Name of Official responsible for Form: Date signed
(First name, Middle name, Last name) (Month/Day/Year):
Fred A. Potts 3”5?/03




¢harles SCHWAB

Charles Schwab
101 Montgomery St San Francisco CA 94104

March 19, 2003
Mr. John M. Greely
U.S. Securities and Exchange Commission
Division of Market Regulation
450 Fifth Street, N.W. '
Washington, D.C. 20549

RE: Charles Schwab & Co., Inc.

Office of Compliance Ingpection
and Examinations

Dear Mr. Greely:

Enclosed are an original and two copies of the Form TA-2 for Charles Schwab & Co., Inc.
("Schwab") for the period ending December 31, 2002. This letter serves as a supplement to
Schwab's Form TA-2 for 2002 filing with the Securities and Exchange Commission ("SEC").

Schwab, in its capacity as a registered securities broker, maintains one or more omnibus accounts
for the benefit of its customers with each of the 56 Schwab proprietary mutual funds for which
Schwab, in its capacity as registered transfer agent, acts as transfer agent. Schwab treats each
omnibus account internally as an "individual securityholder account” and had been, until directed
otherwise by the SEC staff in 1994, completing the information required on Form TA-2
consistent therewith.

In 1994, in discussions with James Brown, Staff Accountant, Pacific Regional Office, Jack Bruns,
Chief of Broker-Dealer Examinations, San Francisco Branch Office, and Ester Saverson, Jr., then
Branch Chief, Transfer Agent Regulation, Division of Market Regulation, in Washington, D.C,
they requested that Schwab complete the Form TA-2 as if Schwab, as broker, maintains with each
Schwab proprietary mutual fund an "individual securityholder account" for each Schwab
customer that holds the mutual fund's shares. The staff acknowledged that there are no written
instructions or interpretations, which form the basis for its request. Although Schwab has
disagreed with the staff's interpretation of Schwab's Form TA-2 reporting requirements, it has
completed the Form TA-2 in each year from 1994 through 2000 in accordance with the staff's
request. Schwab has supplied such information on the Form TA-2 solely to comply with the
staff's request. Moreover, Schwab has not conceded that this reporting convention has any
validity with respect to determining the obligations of the Schwab proprietary mutual funds or the
rights of Schwab customers owning the mutual fund shares.

In 1999, Schwab engaged Boston Financial Data Services (“BFDS”) (84-00896), as a service
company, to provide transfer agency services, on behalf of Schwab, and currently provides
transfer agency services, for 43 of 56 of our proprietary mutual funds. The transfer agency
services include maintaining the master security holder files for these proprietary mutual funds.
Consequently, for Schwab’s Form TA-2 for 2002, we have completed the form in accordance
with the staff’s request only for those funds for which we have not engaged BFDS to maintain the
master securityholder files (“Non-BFDS Funds™).

Charley Scirwan & Co. tne. Moemner: SIPC / Mew York Stock Ecchange and Other Principal Stock and Options Exchanges.



To assist in the review of Schwab’s Form TA-2 for the period ending December 31, 2002,
Schwab is providing the following explanations as to certain questions on the form. The
information provided below refers to Non-BFDS Funds.

Question 5.a. The number of individual security holder accounts maintained as of December 31,
2002 is the aggregate number of positions held in each Schwab customer's account, as of
December 31, 2002. Some customers hold positions in two or more Non-BFDS Funds.

Questions 10.b. Question 10.b. requests the number of mutual fund transactions processed during
2002 on a date other than the date of receipt of order. The response to this question reflects the
number of "as of" transactions (7,560,834) in 2002 reported on Schwab customer statements for
the requisite time period. "As of' transactions generally arise from Schwab processing
VISA/ATM debit transactions in the Schwab One® brokerage accounts that have a money
market fund feature. As explained to the SEC staff during its transfer agency examinations of
Schwab in 1994, 1998, and 1999, the VISA/ATM debit transactions are processed in the Schwab
One customer brokerage accounts on an "as of" basis due to a delay between the time when (a)
Schwab advances funds, on behalf of its customers, to the paying bank to cover the debit
transactions and (b) Schwab receives a tape of the detailed transactions from the paying bank
enabling Schwab to charge the cash assets (including proceeds of redemptions of money market
fund shares in accordance with the Schwab One Account Agreement). As a result, transactions
are processed on the latter date (b) "as of" the former date (a).

It should be noted, however, that in the situation described above, none of these transactions are
"as of" transactions to the Schwab proprietary mutual funds, because Schwab always receives the
price next calculated after transmission of the purchase or redemption order to the mutual funds.
Schwab assumes the market risk for any price change between the "as of' date and the
transmission date of the order and receives the dividends for that time period as well. Schwab is
able to process orders in this manner for its customers because it maintains an omnibus account
with each Schwab proprietary mutual fund.

Question 11.b. This total number includes individual security holder accounts for Non-BFDS
Funds and may also include Schwab customers that had cash credits that were remitted to states
during the reporting period.
If you have any questions regarding this filing, please contact me at (415) 667-4455.

Very Truly yours,

T 00

Fred A. Potts
Senior Vice President
Asset Management Client Services

Enclosures

Cc: Ms. Jennet W. Leong, Assistant District Administrator, Broker-Dealer/Transfer Agent
Examinations, San Francisco Branch Office



